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SUBJECT: GATT COUNCIL MEETING - JUNE 6 

REF: STATE 140689 

GATT COUNCIL MET JUNE 6 TO DISCUSS THE FOLLOWING TOPICS: 
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A. CANADA - WITHDRAWAL OF TARIFF CONCESSIONS UNDER 
ARTICLE XXVIII: 3 - THE EC (LUYTEN) HAD ASKED THAT THIS 
ITEM BE PLACED ONCE AGAIN ON THE AGENDA EVEN THOUGH THE 
COUNCIL HAD ALREADY ADOPTED THE PANEL'S REPORT. THE 
EC SAID IT HAD RAISED THE ISSUE AGAIN BECAUSE OF DIFFER- 
ING INTERPRETATIONS OF THE PANEL S FINDINGS. LUYTEN 
POINTED OUT THAT THE DISPUTE AROSE BECAUSE OF THE CONVER- 
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SION OF ITS TARIFFS ON ZINC AND LEAD FROM SPECIFIC TO 
AD VALOREM DUTIES. HE NOTED THAT THE AD VALOREM EQUIVA- 
LENT OF THE SPECIFIC DUTY ON ZINC HAD DECREASED FROM A 
LEVEL OF 7 PERCENT WHEN THE ITEM HAD FIRST BEEN NEGO- 
TIATED TO AROUND 5 PERCENT IN 1970 WHEN THE NEGOTIATIONS 
UNDER ARTICLE XXIV:6 TOOK PLACE. IN THE LIGHT OF THIS. 

HE FELT THE EC'S CONVERSION AT A LEVEL OF 3.5 PERCENT 
WAS QUITE FAIR. NEVERTHELESS, THE COMMUNITY HAD ACCEPTED 
THE PANEL S REPORT AND INTERPRETED IT TO ALLOW THREE 
OPTIONS: FIRST, THE EC COULD LOWER ITS ZINC DUTY; 

SECOND, THE EC COULD OFFER COMPENSATORY CONCESSIONS TO 
CANADA; AND THIRD, THE EC COULD DO NOTHING. LUYTEN SAID 
THAT IF THE EC DID NOTHING THE PANEL FINDING THAT CANADA 
HAD MADE EXCESSIVE WITHDRAWALS MEANT THAT CANADA WOULD 
HAVE TO REDUCE THE EXCESSIVE ELEMENT IN THESE WITHDRAWALS. 
HE SAID THAT IT WAS THE EC'S RIGHT TD ACCEPT RETALIATION 
UNDER ARTICLE XXVIII RATHER THAN TO GRANT COMPENSATION 
OR LOWER THE DUTY ON ZINC TO THE SUGGESTED LEVEL. LUYTEN 
THEEFORE ASKED THE COUNCIL TO MAKE A RECOMMENDATION 
IN THIS CASE. 

THE CANADIANS DISPUTED LUYTEN'S INTERPRETATION, BASING 
THEIR ARGUMENT ON THE REASONING OF THE PANEL THROUGHOUT 
ITS REPORT AND ESPECIALLY ON THE WORDING OF THE LAST 
PARAGRAPH WHICH STATES THAT CANADA SHOULD REDUCE ITS 
WITHDRAWALS AS SOON AS THE EC REDUCES THE DUTY ON ZINC 
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OR OFFERS COMPENSATORY CONCESSIONS. CANADA POINTED OUT 
THAT NO DUTY HAD ACTUALLY BEEN RAISED IN RETALIATION 
EVEN THOUGH IT HAD WITHDRAWN THE BINDINGS. 

WE INTERVENED TO SAY THAT THE PROBLEM APPEARED TO BE 
A DISPUTE OVER WHO SHOULD TAKE ACTION FIRST. WE RECOM- 
MENDED THAT THE TWO PARTIES, WITH THE ASSISTANCE OF THE 
SECRETARIAT, ATTEMPT ONCE MORE TO SEEK AGREEMENT ON SOME 
TYPE OF SIMULTANEOUS ACTION THAT WOULD MAINTAIN CONCES- 
SIONS AT THE HIGHEST POSSIBLE LEVEL. LUYTEN SAID THAT 
THERE WAS NO HOPE OF DOING SO; THAT BOTH PARTIES HAD 
ATTEMPTED TO FIND A NEGOTIATED SOLUTION BUT THAT IT WAS 
IMPOSSIBLE, AND HE AGAIN ASKED THE COUNCIL FOR AN INTER- 
PRETATION. HE NOTED, HOWEVER, THAT MEMBERS OF THE 
COUNCIL MIGHT NOT BE ABLE TO DO SO AT THIS MEETING AND 
ASKED THAT THE ITEM BE PLACED ON THE AGENDA OF THE NEXT 
MEETING IN ORDER FOR THE COUNCIL TO MAKE A RECOMMENDATION. 

B. HONG KONG COMPLAINT AGAINST NORWEGIAN RESTRAINTS - 
SEE SEPTEL. 

C. EXPORT INFLATION INSURANCE SCHEMES - COUNCIL AGREED 
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TO ESTABLISHMENT OF PANEL WITH FOLLOWING TERMS OF 
REFERENCE: TO EXAMINE, PURSUANT TO ARTICLE XVI:5, AND 
TAKING INTO ACCOUNT THE REPORT OF THE WORKING PARTY ON 
EXPORT INFLATION INSURANCE SCHEMES (L/4552), WHETHER 
AND UNDER WHAT CONDITIONS EXPORT INFLATION INSURANCE 
SCHEMES ARE EXPORT SUBSIDIES WITHIN THE MEANING OF 
ARTICLE XVI:4, AND TO REPORT ITS FINDINGS TO THE COUNCIL. 1 ' 
CANADA NOTED THAT ALL INTERESTED PARTIES SHOULD BE 
INVITED TO MAKE REPRESENTATIONS TO THE PANEL. 

D. URUGUAY SURCHARGES - WAIVER WAS EXTENDED WITHOUT 
COMMENT. 

E. SECRETARIAT STUDY ON ARTICLE XIX - EC, AFTER RESIST- 
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ING GATT SECRETARIAT STUDY ON ARTICLE XIX AT LAST COUNCIL 
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AND AT SEVERAL INFORMAL SESSIONS, FINALLY AGREED TO LET 
SECRETARIAT MAKE STUDY. EC SAID THAT STUDY, HOWEVER, 
SHOULD CONTAIN A DESCRIPTION OF THE APPLICATION AND OF 
THE INTERPRETATIONS OF ARTICLE XIX SINCE 1947. ANY 
RELEVANT DISCUSSIONS ON ARTICLE XIX SHOULD BE INCLUDED. 

IN EXAMINING THE APPLICATION OF ARTICLE XIX, THE 
SECRETARIAT SHOULD DESCRIBE NOT ONLY ITS FORMAL APPLICA- 
TION BUT THE MODALITIES OF ITS IMPLEMENTATION; THAT IS, 

WHAT PERIODS OF REFERENCE WERE USED IN SETTING UP 
QUOTAS, DESCRIPTION OF QUOTA SHARES, ETC. PAKISTAN DEL 
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SAID THAT THIS GRANDIOSE STUDY WAS NOT WHAT HE HAD IN 
MIND WHEN HE MADE HIS PROPOSAL; RATHER THAT HE HAD 
ENVISIONED A SHORT STUDY. HE NEVERTHELESS HAD NO OBJEC- 
TIONS IF THIS WOULD MEET THE COMMUNITY'S CRITERIA. 
SECRETARIAT WILL UNDERTAKE STUDY IMMEDIATELY. 

F. SPAIN - RESTRAINTS ON IMPORTS OF PULP - UNDER OTHER 
BUSINESS SWEDEN RAISED QUESTION OF SPANISH RESTRAINTS ON 
IMPORTS OF PULP. ACCORDING TO SWEDISH DEL (DE GEER), 

SPAIN HAD RESTRICTED IMPORTS OF PULP FOR SOME TIME UNDER 
A LICENSING PROCESS. AT THE END OF APRIL SPAIN HAD 
CEASED TO ISSUE LICENSES FOR PULP. AFTER REPRESENTATIONS, 
THE NORDIC AMBASSADORS IN MADRID HAD BEEN INFORMED THAT 
THIS PRACTICE WAS DISCONTINUED (APRIL 21). BUT LICENSES 
WERE STILL WITHHELD. SWEDEN NOW UNDERSTANDS THAT THE 
SPANISH AUTHORITIES HAVE ESTABLISHED A QUOTA LIMITING 
IMPORTS OF PULP TO 12,000 TONS PER MONTH. THESE 
RESTRAINTS ARE FOR THE MAY-OCTOBER PERIOD AND REPRESENT A 
REDUCTION OF 40 PERCENT FROM PREVIOUS IMPORT LEVELS. 
SWEDISH DEL ASKED FOR CONFIRMATION OF THIS INFORMATION 
AND FOR THE SPANISH JUSTIFICATION. WE NOTED HAT U.S. 

IS ALSO A SUBSTANTIAL EXPORTER OF PULP TO SPAIN AND 
STATED OUR INTEREST IN HAVING THE SITUATION CLARIFIED. 

SPANISH DEL, AFTER DISCURSIVE COMMENTS ON RESTRAINTS 
AGAINST SPANISH EXPORTS AND LACK OF ACTION ON ITEMS OF 
INTEREST TO SPAIN IN THE MTN, SAID THAT QRS DID NOT 
EXIST ON THESE ITEMS. HE SAID THAT THERE HAD BEEN A 
PROBLEM WITH LICENSING WHICH HAD BEEN CAUSED BY A LARGE 
ONE-MONTH INCREASE IN REQUESTS FOR LICENSES, BUT THAT THE 
SITUATION WAS NOW NORMAL. HE SAID, SINCE THE ADMINISTRA- 
TION HAS NOT TAKEN SUCH RESTRAINTS, THAT THERE HAD BEEN 
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NO NOTIFICATION TO THE GATT. DE GEER REPLIED, ACCORDING 
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TO HIS INFORMATION, THAT THE SPANISH MINISTRY OF COM- 
MERCE HAD MADE AN AGREEMENT WITH THE SPANISH PRODUCERS 
OF CELLULOSE AND PAPER ON MAY 26 TO LIMIT IMPORTS TO 
12,000 TONS PER MONTH. HE INTERPRETED THE SPANISH DEL'S 
COMMENTS TO MEAN THAT NO SUCH AGREEMENT EXISTS AND THAT 
IMPORTS WILL NOT BE RESTRAINED. NEVERTHELESS, HE ASKED 
THAT THE ITEM BE CARRIED OVER TO THE NEXT MEETING OF 
THE COUNCIL. VANDEN HEUVEL 
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